


The Honorable Anthony A. Williams
Mayor of the District of Columbia
October 30, 2000
Page 2 of 4

services.  Prior to performing services for an agency, a GSA representative meets with the
agency to explain the terms of the MOU and establish an agency representative.  The agency
representative is responsible for coordinating activities between GSA and the agency, such
as notifying GSA of a requisition and taking receipt of goods and/or services.  The MOU’s
terms of payment provision requires agencies to transfer funds to GSA prior to GSA
requisitioning the goods and/or services.  The agency’s procurement or accounting
department becomes involved in the process only to facilitate transferring the funds to the
GSA FAST Program.

In conjunction with an on-going audit of an agency, we have identified inadequate
separation of duties, insufficient accountability of funds and equipment, and circumvention
of budgetary controls.  A discussion of each of these areas follows.

Inadequate Separation of Responsibilities

The agency under review did not establish adequate separation of responsibility over
procurements made through the GSA FAST Program.  Our audit revealed that a District
employee was allowed to create a requisition, approve the requisition, sign for the receipt of
IT goods and/or services, and take custody and control of the IT goods requisitioned through
the GSA FAST Program.

This situation resulted in the agency’s inability to establish accountability for the goods
and/or services procured through the GSA FAST Program. The situation also increased the
risk of District assets being inappropriately used or stolen.  Adequate separation of
responsibilities would prevent one individual from creating a requisition, approving the
requisition, signing for the receipt of goods and/or services, and obtaining complete control
over the goods once they are received.

The District of Columbia Financial Standards System, Part C, § 57.01, effective October 1,
1987, provides as follows:

[I]n order to reduce the risk of error, waste or wrongful acts, or to reduce
the risk of them going undetected, no one individual should control all key
aspects of a transaction.  Rather, duties and responsibilities should be
assigned systematically to a number of individuals to ensure that effective
checks and balances exist.  Key duties include authorizing, approving and
recording transactions; issuing and receiving assets; making payments;
and reviewing or auditing transactions.
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Additionally, Mayor’s Memorandum 83-68, dated November 29, 1983, section C, “Internal
Control Mechanisms Necessary to Support Certification,” provides that an agency should
establish and maintain proper internal controls to ensure proper segregation of the following
duties: “(1) requisition and procurement of goods and services, (2) receipt of goods and
services, (3) examination and request for payment of invoices, (4) preparation of vouchers,
(5) approval of vouchers for payment, and (6) certification of vouchers.”

Accountability of Funds and IT Equipment

The agency did not maintain adequate supporting documentation to account for funds
transferred or the corresponding IT assets procured through the GSA FAST Program.  The
agency did not develop an inventory of the corresponding IT equipment procured through
the GSA FAST Program.  As a result, the agency did not know the balance of its GSA
FAST Program account or the locations of the IT equipment that was procured through the
program.

The District of Columbia Financial Standards System Part E, § 59, provides, in pertinent
part:

[A]ccountability for the custody and use of resources is to be assigned and
maintained.  Periodic comparison shall be made of the resources with the
recorded accountability to determine whether the two agree.

Circumvention of Budgetary Controls

We found that the agency allowed appropriated funds balances in the GSA FAST Program
account to be carried forward into succeeding fiscal years (FY).  Throughout the FY, the
agency transferred funds to the GSA FAST Program for the procurement of IT goods and
services.  However, funds that had not been encumbered2 by GSA at the end of the FY did
not lapse3.  The present payment arrangement of transferring funds to GSA and allowing
balances in the GSA FAST Program account to be carried forward into successive FYs
without any obligation of goods or services encourages agencies to circumvent budgetary
controls established by the District.

                                                          
2 Internal control device designed to help prevent over expending the budget.  Funds are designated or
obligated in reserve to cover obligations.

3 Generally, funds not encumbered or designated to carry over into succeeding FYs are returned to the general
fund at FY end closing.
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